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SUBJECT: Notes on Communist Party Finances

The attached study on Communist Party finances hag
been prepared as background information to assist the collection
of intelligence on this significant aspect of Party activities.
It is realized thet it is difficult to obtain documentary evidence
concerning Party finances where they are overt, and that covert
financial dcalings are cven harder to documont. It is howover
sugrested thet attontion be focused on the clandestine trans-
actions of the Communist Party, i.c., that first priority be
given to the following subjocts:

a. Dbugincss, commercial and trade fronts: their
b}
personnel and transactions;

b. financial supnort of the Party through Soviet sources,
ineluding transfcrs of moneys from official or somi-
official Soviot and Satcllite installations or
individuals to thc Party;

c. transfors of funds from onc Party to anothor;

de 1llegnl activitics (speculation, black market
dealings, bribdery snd cxtorticn);

0. ldentification of finoncial couriore.

Sceondary attention should be given to the nore normel
aspcets of Porty finmancoss. It will however be of value to reoeeive
authentic financial statoments published by the party, complete
Party budgots and cstimates, as woll os complote lists of overt,
noney-maing Party onterpriscs and their financial status.
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NOTES OW COIMUANIST PARTY FIVATICES

Tow activities of Commnist Party adninistration are so
shrouded in sbscurity as their financial trensactions. The reasons
are not difficult t~ find. Fartly responsible is norpal reticence --—
o reticence not unique to the Party, but shared by nost other
business, social, and politicel organizations in nmetters of their
finances. Alsc res-onsible is the conspiratorial flavor which
the Porty cultivoates deliberately as o part of its recruiting
tegimique. Kore important is the fact that the Party does engoge
in work thot, whon not actually illegel, is at least better kept
fron genersl publication.

In order to reduce confusi~n between well-estzdlished fact
and sneculation to a reasonsble rinimn, the present brief
outline on Party finances has been divided into twe sections.
The first deals with "nornel! operatirns -- activitios which are
neither "shady' nor actually illegal; those which the narty
acknowledges. The sce.nd part ottempts to show in gencral terns
the directions which illogel, or otherwise compronising operations
nay take, so far as they arc roflected in the party's finances.
A balance sheet of the O Italy has been apnended to the study to
illustrate the nore cormion itens of incone and expenditure.
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PART ONE: MWORMAL" OPBRATIONS

A Comnunist Prriy is only incidentally a money-making or
money-conscious organizatione Its political functions --
aglitating, propagzendizing, rceruiting, building up o political
actimm nachine -- are its prior but not exclusive businesss
Clandestine-illegnl activities permeatc the entire political
structure of the Party, necessitating special sccurity
tochniquess. Henee, the scomingly indifferent attitude of the
Party to accounts-keeping. The statements rendered to Party
Congresses, and even thosc fow sanples which we have so for obtoin-
ed which are intended to sntisfy Porty functionariss, arc always
general ond usually nisleading. Thoy are probably inaccurate cven
in the few details which they purport to cxplaine

Drawing on such documents, supplemented by field reports of
varying degrecs of accuracy ard detail, we can construct some~
thing of an outline of Party finances. The principal sources of
"normal" Party rcvenues are: nembership fees and ducs; periodic
financial drives; voluntary contributions from uenbers and
sympathizers; oxtra levies on meubers for special purposcs or on
special occasions; and receipts from "norual® operations, such
as the sale of Party literature, salc of tickets to Party-sponsored
cvents, and the likes Chief objects of expenditure are: salaries
of functionarics, ogitation~propaganda expenses, and operational
necessities, nostly of a housekeeping variety (rent of office
space, stationery, travel accounts, etce)

. A. "ormal" Revenucs

Henbership fecs and ducs are alwayes nominal chorges against
Party mombers, and, in addition to providing o fairly steady source
of incone, also give the Party o rough checik on the size and guality
of its nembership at any porticular time. The anmial nenbership
foe is sccured by the sale of the Party card for an anount coualling,
in nost countries, 2 singlec nonth's ducs. The fee in the Ancrican
zone of Germany, for exmmple, is 1 Merk ($0.10). Dues ore sinilarly
secured by the sale of the monthly stanp, which the nember affixes
to hig cord.

Roceipts fron ducs and membership fees are distributed among
the varicus Party levels according to o scale set by statutes.
The pattern varies widely from one country to another. Thot
obtaining in the CP Cuba follows for purposes of illustration:

CClle 4 s s ¢ 4 s 4 s s v s s o s . Jkceps 159
district cormittccs « o « o o o o + .gots 159

minicipal cormittec. « o o o o 0 o . M 15%
provincial cormittee « « o + 4 4 o . O 25%
national cormittce o o o ¢ o o o & o M 30%

It 1s probuble that in most countries distribution is effected

by the sole of dues stamps by one lovel to the next lower echelon,
each such transfer carrying o discount on a descending rate. TFor
exomple, the national orgonization nmight sell stomps to its
regional organizations at 30% of face value. The cell, finally,
would sell the stanps to individual membors at face valuc, netting
n profit of, say, 15% over whnt it had to pay to the district
organization. This procedure, enabling each organ to "live! a
month ahead of actual ducs collections, is represented, probably
less often than not, by cash transferse Like any other organi-
zation of comparnble size, the party operates lorgely on credit
and by ncons of credit-transfers within the structurc. At cach
lovel, a functi-nary is appointed or elccted to handle finances,
fron the cell treasurer to the notional finonce secretary (or
treasurer ).
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Party statutes in riost countries provide for o scaling
of ducs according to income. Thus, the 1945 statutes of the
CP Chile prescribed the following scalo:

Agricultural workors, housewives,
unenployed rerberse ¢ o o o o o o o v » o 2 PCSOS
Salery up to 1000 pesos per month. » « » o 5 1
1t 1

" w1500 M . [
L f ] 2000 i " u s 6 @ 15 14
1 " 11 3000 l 1 n e s o o ‘35 n
n i 1 4000 n 1 I e s s s« 55 n
" 1t 1 5000 " 1 n . e e e 75 i
Salary over 5000 ¢ " n « s+ e » 100 0

In addition to regular dues, rore affluent nenbers aore
expected to noke periodic extra contributions. ILevies are
frequently nade on all menbers above the lowest income-level,
and nost Parties extract o large percentage of the salaries
of menbers holding public office. '"Secret! nembers and
synpathizers, for when expesure »f their Party connections
night be embarrassing, are especially vulnerable to’ the ‘de~
nonds for extra contributions.

Sore Parties enjoy the bocking of finonciers, business-
nen, industrialists, and professionnl men. The notives of such
"ongelst noy sometines be ideclistic; nore often, probably,
thoy sinply hope to avoid party-inspired difficultics, such os
striices or lowd publicity in the Party press. 4n interesting
corment fron Switzerlond is thet several Swiss business firns
hove cultivated the Party in the hope of securing trading
contracts with countries in the Soviet spheres

The encless roney-raiging conpaigns e-nducted by the Porty
serve partly for revenue, pertly for promagenda purposes. They
nay exhibit eonsiderable ingenuity in combining the two. A
speeific purpose, calculated to arouse gencral popular syupnrthy,
is announced -- to relicve destitute workers or incapacitnted
voterons, tn buy a printing press, to finonce an electoral
conpaign, to remodel the Party house, etce —-- and guotas are
assigned to the various levels of the orcanization, depending
on prospects within their particular areas, but usually exceeding
probable collectionse. Special incentives are sonetines offered
for organizations snd individuals reaching or oxceeding the quota
-= flattering publicity in the Party press, badges of nerit, or
nrizes of some value. Several Parties have sold "bonds!" of no
intrinsic worth, but useful as rcceipts and as carriers of
propoganda squibse Funds collected in the course of such drives
are partially dissipated by expenscs incurred, an outlay that
nay be quite extrovagente A reglonal connittee of CP Chile,
for exanple, is reported to hove spent 80,000 nesos in an
election~funds Arive that grosscd only 328,000 pesose

Other activitics of the Party also nroduce revenues vhich
do not represocnt o net gain, but which nevertheless nay go far
to defray somc of the expenscs of the activities. The Party
newspepers arc usually distributed at below coste The printing
establishnent, on the other hand, when it is owned by the Party,
represents a capital investment on which the Party nay borrow
in case of nccessity., Printed naterials, which arc often in-
ported at low cost, may yleld profits when sold to non-nembers
in the faniliar front bookstores. Party publishing houses
frequently takc up non-Party contracts which may also be guite
profitable. Thus, Barra y Cia of Santiago 1s iknown to have
vielded a profit for CP Chile of nore than 130,000 pcsos in the
firgt half of 1944. 4n OFI report describes an interesting
nothod used to extract money indircctly fron Porty-doninated
labor unions in ¥ew York City:

The Corrmnist Party owns two printing corporations in
Wew Yorks They share the sane prenises, cquiprient and
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nersonnel. Onc of them, known as Prorpt Tress, prints
all the Party's literature, rinst of which is never nmaid
for. The other, rmown as the Mew Union Press, is favored
with printing contracts of all Cormnist-controlied
unions and other grou-s whenever a Party nenber can
influence the awarding of such business. New Union

Press charges fancy prices but the bills are an-roved in
nost cases by the sane Party nembers who awarded thoe
contracts.e The profits so accruing offset the yearly
dofieit of Prompt Press, the Tarty's wrinter.

Other revenuc-producing busincss ventures and investreonts
of the Partr include farn and conmercial cooperatives, bulldings
which are rented, fishing fleets, and other small enterpriscs.
Various ventures whizh have beon reportcd engegerd in by the
Party, or which the Party in vari-us countrics has conterplated
include:

a used car agency (3razil)

a cheese company (Greece)

a salt and textile store (Jopan)

a fashion:ble confectionerls shop (Greece)
fishing vessels (Japan, Grecce)

export companies (Italy, U.S.)
noving-picture houses (Greecc)

a shoenakers' cooperative (Greece)

book storcs (21l cruntrics)

a 'notor tromsnort cooperative" (Grecee)
a lottery (Chile)

Be. "Normal'" Expenditures

One of the more immortant and fairly inflexitle chorges
againgt party revenues is the parnent of functi-naries?
salaries. In soveral financial statements ennsidered, sslorics
ond. expense accounts consuned sbout 20% of total exnenditures.
Individual salaries vary with the immortance of the particuler
mosition held and with the general woge level of the country
involveds They are seldon (excent in countrics in which the
Party controls the governnent) large enough to pernit rmuch in
the way of luxzurious living, oven bw the top leaders -- a practice
which enincides with the advertised Conrmnist virtue of selfless
frugality.

Ton salaries in the CP Chile in 19045 seen to have anounted
to about 6,000 nesos 2 nonth (a little less then $200). Part
of this anount was derived indirectly fron salarics which the top
leaders rcoceived os executives of oné or the other of the Party's
newspapers. A second-flight leader (a neitber of the Central
Cormittee with no position in the Sccretariat) rcceived 3,000
pesos nonthly. In CP Italy the salary of a Federation (i.e.,
regional) Secrctary has becn reported by a reliable source to
be 16,000 Lire per month, or consideradly less than the
26,000 Lirc wages of a skilled industrial worker, The Japanese
CP, on the other hend, scoles its salaries according to need,
rather than to the relative iuportance of the job held. The
basic rate includes three nonthly salary levels -~ ¥ 500 for
employees with large fanilies and poor living accormodations;
¥ 450 for those who, elthough they provide the sole support of
their fonilies, have some other supplenentary incone; and ¥ 400
for those who receive sunport from parents or property. Additional
fanily allowsnces wrovide ¥ 300 for wives and ¥ 100 for other
dependents.

An even lorger drain on the narty's resources nay be repre-
sented by its agitprop oxponditures. The XPD in Baveria, for
cexample, in its April 1947 stotement to American cecupation
authorities, gave agitation ané propagenda as the object of
about 55% of itg total nonthly expenditures, as compared with
about 20% for salarics and e xpense accounts, The figures for
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the first quarter of 1947 for CP Colombia were 58% for agitprop
and 35% for salaries. The largest items under the general
heading are for printing and distributing the Party newspapers,
training texts, pamphlets, occasional bulletins, etce. Other
items are; rent for meeting halls, operation of public address
systems, dlstribvution of campaign duttons, stickers, etce

Expenses of Party congresses and conferences and travel
accounts of Party functionaries may also bulk large in the
Party's financinl statemente. In thc December 1946 balance
shect of CP Peru, for example, over 45% of the Party's totel
expenditures for the month was accounted for in. the outlay
made to send Juan P. Luna to a mecting of the Central Executive
Commlttec of the Latin Amcrican Labor Federation (CTAL) at
San Jose, Costa Ricas

PART TWO: 'ABHORMALY ACCOUNTS

Numerous reports have rccounted "shady" financial operations
of the Party in various countrics. Such activities, none of which
have been well-documented, range from blackmarket dealings, through
spoculation in currency and other exchanges, to blacikmail, extortion
and brivery. The Sccislist Unity Party (SED) of the Sovict Zone
of Germany is alleged to rececive large sums from confiscated and
nationalized privatc and state properties, whilc the Communist
Party of Germany (EPD) in the Mestern zones has dealt in blaci-
market sales of US Army tires and other black-merket commoditicss
CP Japan receives some income from commercial fronts which carry
on a blackmarket trade in army equipment end sup»lics, and, it is
reported, sell cxcess quantities of newsprint allotted to the
Party by American authorities for the publication of its official
newspapere. At a meeting of the Finance Committee of the XEKR
in Greece, 1946,1it was proposed that the party engoage in smuggling.
CP Japan 1s also alleged to operatc a large-scale narcotics ringe

Horc importent, from an intelligence moint of view, and
little better-documented, are the financial connections anong
various national Cormwnist Partics, especially those involving
the Soviet Union.

From the late 1920's until the dissolution of the Conintern
in 19843, the flow of funds from one porty to snother was
systenatized and subject to a centr-lized control exerted by the
Finonce Departuent of the Cominterne Under its regine, the nationnl
"sections" conperated closely in finoncinl matters. With a view
to stebilizing their finances under Comintern control and to
reducing their depcndence on tho Soviet Unisn, the partics were
supervised by traveling Conintern inspectors, s=nd were obliged
to render regular and detailed acecountss It was not intended
that they should becore conpletely self-supporting, but that they
shruld develop o sense of realism in all their affnirs as well as
a feeling of internati~nol responsibility for the other narties
in the world-wide movenents

The Conintern acted as agent for clearsnce of funds between
Partics, and the Soviet governnent contributed heavily to their
support. There is no reason to suspect thot such transfers have
ccased since 1943, despite the denise of the Conintern as o
coordinating orgen. They may possibly have become less systenatics

A few instances of transfers from onc country to another
will serve to illustrate the practicos

CP/Pelestine Nthenked" the British party for a loan of
12,000 in 1945,

Anong itens of income of the OP/Greece for November, 1945,
were listed 22,000,000 drachmae in contributions "fronm
Western countries" and very nearly the same anount in
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contributions from "Southeastern Zurope.!

Nunmernus instances of large suns passing fron the
party in one znne of Gernany to another have been
uncovered by occupation authoritiess Intercented
KPD correspondence roveals that funds (roughly,
500,000 Merks from each of those nanecd) were re-
ceived by the party from Berlin, Paris, London,
Rio de Janeiro, and Ncw Yorike

Such transfcrs arc not inevitably intcr—Party. they nay
sonetines represent funds raised on behalf of part: Party-sponsorcd
novenents, such as the various committoes for ald to denoeratic
Greece, aid to republican Spain, ete. The part played by
the Sovict Union in transfers ond subsidization of the Parties
is nost carefully concealed, of coursc, especially when Soviet
governnental functionaries act as sgentse *disclosed 25X1X7
several instances of Sovict subsidization in the Conintern years,
all of then invelving comoufloged bank-accounts, with decentivo
deposits, transfers and withdrawals accomplished by persons
connected with the CP Britain or with Soviet trade ond diplonatic
uissions. It is significent that top Soviet officials abroad
apparently kopt their own honds clear of such activities. The
agents employed were all fairly obscure crnployces and ninor funce
tionarics, who could casily be rcpudiated by the Soviet Govornrent
in casc of discoverys In the coursc of a little less thon ten
nonths in 1928, onc such serics of transactions notted the CP
Great Britein necarly T 28,000.

As ovidence thet such direct subsidization has not ceascd,
1t has been fairly well established that the Soviet Logation
at Beirut has at various tines given large suns to the Levant
Parties for clection and gencral agitprop canpaignsg that it has
paid the salary of the President of the Lebanese Party, snd thot
it financcs European Jjunkeots of Mijddle Tostern cormnist lcaders.

Subsidization nay be accerplished indircctly, as it has
epparently in cascs reported from Greece and Switzerlond, wherc the
Party secured trading nonor.olies with firnms doing business out of
corumnist-controlled foreign countries. Thus, Leon Micolels
Parti OQuvrierc (watzorland) was roported to have stood to gain
at lecast 600,000 francs as commereial ogont in Switzerland for
Runanian firns during 1947. In this case the porty operated under
cover of the Geneva concern, Courtage ot Affrctomonts Moritine S. A.
(Censa)e The incone derived by the SID in the Sovict Zone of Goruany
fron confiscated property is another exanple of indircet subsidization.
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APPENDIX

Annual Balance Sheet, CP italy
(for the year 1946)
Incone

Menbership cards and stenps
Torlionentary indermnities (7)
Miscellancous subscriptions
Sale of statirnary (badges,
card-holders, calendars,
diaries, ctce)
Sale of printed natter
Crodits
Looans (fron wcalthy nonbers,
duc for repaynont, 1947)
Loans 1946 (the share of the
Central Adninistration of
a total of lirc 128,527,400;
to be refunded 1950)
Miscellaneous
Total, Lire

Expenditure

Salaries and indemnitics (?)
General expenscs (office?)
Press and propagenda
Subseriptions to Poderations
Subseriptions niscellancous (7)
Congresses and. confercnces
Subscriptions to Party Hapcrs
Travel and transport
Schools and representatives

abroad
Elcctoral canpaign
Resocrve
Loans

Total, Lire

Bxcess of incone over expenditure, Lire
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63,879,453

2,664,607
14,762,000
28,488,356

6,324,196
4,967,546
48,332,856

60,023,630

5,032, 454

234,457,100

Lire

36,453,671
5,167,701
7,525,199
1,688,199

46,085,166
2,193,555

26,353,140
5,763,538
7,453,238

60,010,074
5,178,545
15,337,447
219,209,473

15,265,627



